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Executive Summery
RMG is the leading industry in Bangladesh. It is basically a labor-intensive industry and
it needs limited financial investment and relatively simple technology compared to other
high technical industries. The success story of Garment Industry in Bangladesh is the
story as to how the readymade garments starting in the late seventies as an insignificant
non-traditional item of export. In 1998-99 this sector has earned 4019.98 million US$
through exporting which is 75.67% of the total export.
The tremendous success of Readymade Garment (RMG) exports from Bangladesh over
last two decades has surpassed the most optimistic expectations. At present Bangladesh is
the 6th largest exporter to USA and in 1997 Bangladesh becomes 18th largest exporter in
the world. Now Bangladesh ranks first export of T-shirts to Europe.
The overall impact of the readymade garment export industry is certainly one of the most
significant social end economic developments in contemporary Bangladesh. The
remarkable achievement of RMG sector is now exposed to each and every country.
Despite these impressive achievements and the probable challenges in the near future, if
properly managed, the prospects for further expansion and growth for this sector remain
bright. There are some major threats still exits in this sector but Bangladesh has the
ability to overcome these threats.
Readymade Garment (RMG) industry holds a key position in the economy of Bangladesh
in terms of foreign exchange earning, employment generation and poverty alleviation.
Right now RMG sector is the highest foreign currency earner in Bangladesh. Apart from
contributing to huge foreign exchange earnings, RMG industry has become the largest
source of employment generation. Around 3.1 million people are presently involved of
whom 90% are distressed women in the RMG industry of Bangladesh. In addition a
rough estimate shows that the sector through linkage effects is currently generating about
US$ 2 billion worth of domestic economic activities.
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RMG industry is the most important sector for the economy of Bangladesh. It accounts
for 79.33% in 2008-2009 of the country’s total export earnings. About 3.1 million
workers of whom 90% are distressed women are engaged in about 4800 garment
factories as on 2008-2009.
It is largest manufacturing sector contributing about 10% to the GDP. But this RMG
sector is now facing some challenges especially after 2005. Bangladesh is still at its
infancy in terms of quantity production in the readymade garments industry. We still
have problems in our country for the production of quality goods. Standard is also not
satisfactory. The quality of the readymade garments of Korea, Hong Kong, Taiwan and
other countries is far superior to that of ours.
In the development history of Bangladesh, RMG sector contributed a lot in terms of
employment generation, involving women in the formal sector, increased substantial
export earnings etc. One significant aspect of the RMG's contribution in the development
is the human development aspect. The sector contributed a lot in the following areas:
√ Women empowerment
√ Gender equality
√ Improved health & nutrition
√ Reduced child marriage
√ Reduced infant mortality
The development in the sector also contributed a lot in the growth and development of
the backward linkage industry of the country.
147.4………………………….
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1.0 Introduction
1.1 Origin of the Study
Now we are living in the age of competition at anything in any places. From that
tendency recently Education is also in the age of competition. So different Universities
and institution in our country upgrade the procedures and standards of teaching. In
respect to that, internship is mandatory for our BBA program offered by University. This
program is a partial fulfillment of our BBA curriculum. To do so my respected teacher
has given me a topic about RMG sector that is “The impact of RMG sector in the
development of Bangladesh economy: A case study on AKDL”
1.2 Rationality
The objective of BBA program is to link between practical and theoretical knowledge. To
create this link and make us more competent, this term paper can be a scope. By this term
paper, I can setup a bridge between corporate world and academic world. Because
today’s competitive world is full of challenges and practical, knowledge can make us
competitive through this experience.
1.3 Background of the Study
The journey of the RMG industry started in early 1980s. Unique ideas like the bonded
warehouse license and back-to-back letter of credit concepts propelled the industry
forward. The hurdles of the Multi Fibre Arrangement (MFA) quotas in 1985 and the
Harkin Bill in 1994 were great challenges for the industry, as were the phasing out of
MFA quotas in 2004 and the European Union Generalized System of Preferences (GSP)
INTRODUCTION
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2scheme. Although there was concern that the MFA phase-out would shut down the
industry, the Bangladesh textile sector actually grew tremendously after 2004 and
reached an export turnover of US$10.7 billion in FY 2007.
Bangladesh's export trade is dominated by the RMG industry. The sector currently
employs 3.5 million people-about 40% of total manufacturing (85% of these employees
are women)-and accounts for 76% of the country's export earnings and 10% of its GDP.
Manufacturers have successfully maintained product quality, commitment to buyers, and
social compliance, making Bangladesh a reliable apparel sourcing destination.
Bangladesh's RMG industry does business with top buyers around the world including
Wal-Mart, Tesco, Hennes & Mauritz, Marks & Spencer, GAP, Nike, JC Penney, Sears,
Zara, and Carrefour.
1.4 Objectives of the Study
The present study on garment industry as a driving force for the socio economic
development of Bangladesh demands examination and evaluation of multidimensional
aspect of garment sector and its impact on the socio-economic condition of Bangladesh.
In such a context, the main objective of the study is to know the impact of RMG sector in
the development of Bangladesh economy. In order to materialize the main objective, the
following specific aspects of garment industry in Bangladesh have been studied,
evaluated, examined and analyzed:
1. To study and evaluate the growth and development of garment industry in
Bangladesh;
2. To know about the AKH Knitting & Dying Ltd. and its marketing strategy
3. To examine the contribution of garment industry to the national economy of
Bangladesh;
4. To study the trend of garment product development and its composition in order
to analyze the product portfolio and its diversification;
5. To evaluate the impact of post Multi-Fiber Agreement–MFA scenario in
3Bangladesh;
6. To study the problems and prospects of RMG industry of Bangladesh
7. To suggest the recommended ways for improving RMG sector
1.5 Methodology of the Study
In light of the objectives of the study, the paper has been designed to examine some
important aspects of garment industry in Bangladesh. An extensive literature survey has
been conducted in order to review the historical perspective, growth, development of
garment industry as well as impact of MFA period and post MFA scenario. The paper is
based mainly on secondary data sources. Data and information from secondary sources
were collected from various relevant journals, studies conducted by various donor and
development agencies, Bangladesh export statistics published by Export Promotion
Bureau and Bangladesh Bank, Economic review of Bangladesh, annual reports of
BGMEA and the publication of WTO and also the AKH knitting & Dying Ltd. website.
The information published in the different newspapers and websites in recent times have
been consulted in order to present the recent labor unrest situation in garment sector. The
collected data and information were then processed, tabulated and analyzed to present the
findings in a logical and objective manner.
1.6 Limitations of the Study
 It is impossible to properly complete this type of report, because Information is not
processed through computer.
 Because of time shortage we have got little time to complete this report.
 Printed data are not available for preparing the report.
 It was very much costly to collect data.
 Less analytical power
 Non-cooperative behavior of some officials in AKDL
 It is not possible to collect memorandum copy and articles copy
 Update information is not available about RMG sector
4Knit division of AKH Knitting & Dyeing (Source- Company Profile)
AKH-Knitting & Dyeing (Source – Company Profile)
Overview of the
company
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5AKH Group (based in Bangladesh) is a 100% export oriented readymade garments (Knit
& Woven) manufacturer and exporter to Europe & USA since 1997.
Compliance / Audited By:
ITS, SGS, BV, CSCC, Lavel Works, TUV, Socam, Sedex & TSSA registered member.
2.1 A BRIEF HISTORY OF AKH GROUP:
In 1997 we started a 100% Export oriented Ready-Made Woven Garments industry
named Creative Shirts Ltd. at 246/1/F, West Agargoan, Shere-e-Banglanagar,
Mohammadpur, Dhaka – 1207, Bangladesh.
Before starting the business, Directors have served in National/ Multi-national
Company/Foreign Buying Houses (RMG) in various senior positions for several years
and gathered a lot of experience.
By the way of expanding of our business in 2000, we have started a 100% Export
oriented Ready-Made Woven Garments industry named AKH Fashions Ltd. at 122-123,
Darus Salam, Mirpur Road, Mirpur, Dhaka – 1216, Bangladesh.
Again in 2002 we have started another 100% Export oriented industry project named
AKH Packaging & Accessories Ltd. at Plot # 52. Dakkhin Shampur, Hamayetpur, Savar,
Dhaka – 1347, Bangladesh and for smooth transportation of our own product we have
started another project named AKH Cargo Service.
In 2004 we have setup a 100% Export oriented Composite Vertical Knit industry named
AKH Knitting& Dyeing Ltd. at 92, Phulbaria, Tetulzora, Savar, Dhaka – 1347,
Bangladesh and In 2005 we have started a industry named AKH Knit Wear Ltd. at same
6location. In 2006 we have setup a 100% Export oriented Ready-Made Fleece Garments
industry named AKH Stitch Art Ltd. at Holding # 01, Plot # 01, Berri Bandh,
Mohammadpur, Dhaka - 1207. Bangladesh.
In 2008 we have constructed AKH Tower (8 storied building, 24,500 sft per floor) at
133-134, Hemayetpur, Savar, Dhaka – 1340, Bangladesh and transferred all woven
factories in the same building.
We have imported most modern machineries from USA/ UK/ Switzerland/ Germany/
Korea/ Italy/ Japan/ India/ Hong Kong & Singapore.
Source: http://www.akhfashions.com/history.html
2.2 Vision:
Buyer’s satisfaction is our vision
2.3 Mission:
a) To provide best quality, highest performance, procedure bound production, systematic
work style, strive for excellence, timeliness etc.
b) To improve and effective implementation a better professional relationship among
Buyer, employees and management.
Source: http://www.akhfashions.com/mission.html
KNITTING MATCHINE KNITTING MATHINE
7DYEING MATCHINE DYEINGMATCHINE
KNITTING MATCHINE (Source-Company Profile)
AUTOMATIC PRINTING MATCHINE (Source-Company Profile)
8GARMENTS DIVISION (Source- Company profile)
GARMENTS DIVISION (We always maintain quality)
2.4. About AKH Knitting & Dying Ltd.
AKH Knitting Dyeing Limited is a vertically integrated composite knit unit. Here we are
producing almost every type of knit fabric and garment.
A very competent team is working with state of the art machinery in the setup. Our
experience in the field is un-comparable. We are using best European and US machinery
to produce best quality fabric. We are also using best European dyes to convert the color
into reality.
9As a manufacturer, we are very much responsible and accountable to our ethics to
implement all the local and international laws regarding environment, labor policy etc. As
a recognition, we have achieved ISO certification back 2005. We are also certified by the
Fare trade authority for our best practices.
As a factory, our focus to serve the environment is immense. We do process the entire
wastage water, and than disburse. To conserve the environmental issues, we are focus on
organic garment production as well. We are certified by the GOTS for producing organic
fabric and garment.
Source: http://www.akhfashions.com/aboutus.html
Never the less, our all garment is Oeko-tex certified.
ALL INTERNATIONAL CERTIFICATES OF AKH KNITTING &
DYEING LTD.
SOURCE: HTTP://WWW.AKHFASHIONS.COM/ACHIEVEMENTS.HTML
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2.5 COMPANY PROFILE
1. Name of Factory AKH KNITTING & DYEING Ltd.(A
100% Export Oriented Composite Knit
Factory)
2. Estimated Project Value US$ 15.00 Million
3. Factory Location 92, Phulbaria, Tetuljhora, Savar, Dhaka.
Bangladesh
4. Head Office 24/1, Ring Road, Shyamoli, Mohammadpur,
Dhaka- 1207, Bangladesh.
5. Telephone Nos. Head office: (880-2) 8155637 – 39 /
9121277/ 9112789
Factory: 88-02-8127881 / 8129898-2-Ext
222.
6. Fax Head office: (880-2) 8155640 - 41
Factory: 88-02-8126215-2-230
7. E-mail hossain@akhfashions.com
alam@akhfashions.co
kashem@akhfashions.com
8. Management Md. Delwar Hossain - Chairman
Md. Shamsul Alam - Managing Director
Md. Abul Kashem- Dy. Managing Director
Md. Shamim Haque - Director
9. Management Contact Mr.Delwar Hossain, Mr. Shamsul Alam &
Mr. Abul Kashem
10. Legal Status Private Limited Company
Bonded Warehouse No. 106/CUS-SBW/2
E.R.C No. RA 53894
11. BGMEA Reg. No. 3890 (AKDL)
12. Bankers Export Import Bank of Bangladesh
Gulshan Branch, 75, Gulahsn Avenue,
Dhaka 1212, Bangladesh. Phone: 9886296,
9862262, 8819711. Telex: 632125 EXN GL
BJ. Fax: 880-2-8818703.
E-mail: eximgul@bttb.net.bd.
Swift # EXBKBDDH 007
13. Company Established 2004
14. Annual Turnover 2007 US$ 24.00 million
15. Factory Type 100% Export Oriented
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Knitting Fabric
Dyeing & Finishing
Cut/ Sew & Readymade Garments
16. Total Land Area Around 03 Acre (1, 29,600 sqft.
/12,040sqm.)
17. Factory Size 1,18,000 Sft. (10,962 sqm)
18. Manufacturing Area 1,32,000 Sft.
19. Warehouse Area 17,000 Sft. /1,579 sqm.
20. Office Area 4,000 Sft.
21. Canteen & Dining 3,600 Sft.
22. Total Nos. of workers 2,652 Persons (Incl. Knitting & Dyeing)
23. Nos. of male workers 1,990 Persons
24. Nos. of female workers 662 Persons
25. Lead time 90 days
26. Main Product T- Shirt, Polo Shirt, Sweat Shirt,
Tan Top,BoxerShorts,
Jogging Suit,Pajama Sets Brief
(Men’s & Ladies) etc.
27. Production Capacity 14, 00,000 Pcs. per month.
Ma
jor
 Cu
sto
me
rs
Sainsbury’s (UK), Mackays Store (UK),
C&A(Germany), Centerline(Germany),
GUS/Shop-Direct(UK),  Euro-Bangla(Germany),
ZXY(Germany), Marcopolo(Spain),
B&C (Belgium), Western Store Germany),
Pieree Cardin (Germany),
Michael Shumacher(Germany),
Tex-Ebo (UK), Guldenpfennig (Germany),
Mosgen (Germany), Surgent Major (UK),
Tesco Stores Ltd.(UK), Wal-Mart (Canada),
Tchibo (Germany ), Kappa (Germany)
Sainsbury’s(UK),Mackays-Store(UK),
C&A(Germany),Centerline(Germany),
GUS/Shop Direct (UK), Euro-Bangla(Germany),
ZXY(Germany), Marcopolo(Spain),
B&C (Belgium), Western Store (Germany),
Pieree Cardin (Germany),
Michael Shumacher(Germany),
Tex-Ebo (UK), Guldenpfennig (Germany),
Mosgen (Germany), Surgent Major (UK),
Tesco Stores Ltd.(UK), Wal-Mart (Canada),
Tchibo (Germany ), Kappa (Germany ) etc.
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Location : a) Airport - 45 minutes drive
b) Sea Port - 05 hours Drive
Established : 1997
Sister Concern : 16
Total Workers : Approx:10,000 (70% Female)
Transportation : Own Cargo Services
AKH KNITTING&DYEING LTD (A 100% Export Oriented Composite Knit
Factory) is export oriented one of the leading suppliers & buying agent with full vertical
set-up located in Dhaka the capital cities of Bangladesh. It brings global technologies,
innovations in designing modern up-to-date fashion wears. Your satisfaction, which is the
aim of our efforts, will always have our prompt and best attention.
We never compromise with quality and innovativeness, whatever fashion Children, Men
and Women wares you want. Our marketing team in here provides the day-to-day
marketing support updating data Base and their Professional Marketing Activities and the
Merchandising Team always have a good relation with the foreign Buyers and other
supporting team linked up with this organization always ready to complete the successful
shipment as per buyer's requirement and We have a strong commitment to maintain its
highest quality.
Our company uses ERP to provide streamlined services for customers, so as to elevate
our service quality. To provide prompt and all-aspects service of high quality is the
principle of our service work.
We have high skilled human resources in our company to the technical side who are
working as merchandiser, quality controller. They are not only experienced at their
professional field but also they have taken their educational qualification from
Bangladesh Garment Manufacturers and Exporters Association (BGMEA) institution.
Every member of staff keeps a close eye on the changes of market, and performs
respective duties in different positions as a unified team. So it can be believed that
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AKH KNITTING&DYEING LTD. (A 100% Export Oriented Composite Knit
Factory) will certainly initiate a bright future with an impressive, cohesive & innovative
brand image. Quality and on time delivery has been the main trust of the company and
that's why we have been continuously expanding our facilities. The company dedicates its
utmost effort and time to ensure the control process, so as to consistently provide high
quality products and services. The task of safeguarding quality is the responsibility of our
team of technical quality controllers. Our goal is to achieve an end product that has no
defects. The team works hard to check the different stages of the production process and
will act immediately if any irregularities are found.
AKH KNITTING&DYEING LTD (A 100% Export Oriented Composite Knit
Factory) checks quality and accuracy among a set of parameters at each stage of the
manufacturing process to assure consistency. Further, for the assurance of consistency on
line production systems are applied. As a result, we always win qualified products,
consistency and respects from the customers is our bonus.
At the end we will say we have very strong connection more than 50 factories in
Bangladesh where we place our product ordered, we are very much conscious about child
labor in those factories and also product quality.
We have also sister concern factory of our own they are:-
 AKH  FASHION LTD
 AKH  KNIT  WEAR LTD
 AKH  PACKAGING & ACCESSORIES LTD
 AKH  CARGO SERVICE
 AKH SHIRTS  LTD
 AKH EMBROIDERY LTD
 AKH PRINT LTD
 ANGSHUK LTD
 AKH STITCH ART LTD
 ANGEL ENTERPRISE LTD
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 AUSTRALIAN INTERNATIONAL SCHOOL
 BUTTON TEX LTD
 CREATIVE SHIRTS LTD
 LABEL TEX LTD
 SABHA TRADE INTERNATIONAL LTD
2.6 Product:
 Knitting of fabrics in 100% cotton, 100% organic& fair-trade cotton, Pima-cotton,
blends and 100% polyester
 Dyeing and finishing fabric of 100% cotton, blends and 100% polyester.
 We are manufacturer and exporter of readymade garments like T-shirts, polo
shirts, sportswear, underwear, and sweatshirts, casual wear, night wears, lingerie
& polar fleece jacket etc.
 Different type of printing like Pigment, Rubber, Flock, Foil, Sugar, Discos ,
Deactive, Embross, Plastic sole, Glitter, Hidensi , Transper, Gel, Stone print.
 All type of embroideries.
 Besides we have very strong marketing division for all kinds’ of ready-made
garments to expand market to Europe, U.S.A, Canada and all over the world.
Source: http://www.akhfashions.com/knit.html
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Boys Items
Girls Items
Men’s items
16
Baby’s items
2.7 Different Departments in AKDL
 Yarn store
 Raw fabric store & Raw fabric inspection section
 Knitting
 Planning & Control
 Batching
 Chemical store
 Dyeing Section
 Finishing Section
 Testing Lab Section
 Quality Control
 Maintenance
 Utility
 Water Treatment Plant
 Sample department
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Supporting Department
 Work study
 Procurement
 Merchandising
 Marketing
 IT
 HRD
 Finance & Accounting
 Medical
 Personnel Administration
 Security
2.8 Marketing Strategy
Marketing plays a vital role in the field of displaying or showing the criteria of the
product s to the buyer & to communicate with the buyer. There are about 30 peoples in
the marketing section of the industry. The Marketing Officer is the most important person
in dealing & convince the buyer. The main duties & responsibilities of a marketing
officer are -
 To prepare cost sheet by dealing with buyer.
 To take different steps by discussing with the high officials & merchandisers.
 To maintain a regular & good relationship between commercial officers &
merchandisers.
 To maintain a regular communication with the buyers & the buying houses.
 Communicate with the new buyers.
 Display the better criteria of products.
A marketing strategy is a process that can allow an organization to concentrate its limited
resources on the greatest opportunities to increase sales & achieve a sustainable
competitive advantage.
In composite mills mainly senior marketing officers, merchandisers & higher officials
deals with the buyers. As being a composite mill AKH KNITTING & DYEING LTD has some
fixed buyers. The buyers give their orders continuously all over the year. At first a
18
sample of the order has made & submitted to the buyer. After the approval of the sample
by both sides mutual understanding the rate & order quantity are fixed.
Source: www.akhfashions.com
2.9 SWOT Analysis of AKDL
SWOT analysis is a strategic planning method used to evaluate the Strengths,
Weaknesses, Opportunities, and Threats involved in a project or in a business venture. It
involves specifying the objective of the business venture or project and identifying the
internal and external factors that are favorable and unfavorable to achieving that
objective.
Strength:
 A 100% Export oriented Composite Vertical Knit industry
 Producing almost every type of knit fabric and garment.
 Latest sophisticated machineries used
 Modern machineries from USA/ UK/ Switzerland/ Germany/ Korea/ Italy/
Japan/ India/ Hong Kong & Singapore.
 Presently  infrastructure  new building
 Increase  their Garments division line
 They have GOTS, GMT, Oeko-tex, BSCI, & Fair Trade Certificate
 International standard lab.
 Excellent Tele-communications network of E-mail, Internet, Fax, ISD,
NWD, Currier  & Cellular services
 Readiness of new units to enhance systems and create infrastructure
accordant with product growth and fast reactions to circumstance
 Our marketing team in here provides the day-to-day marketing support
updating data Base
 Merchandising Team always have a good relation with the foreign Buyers
 Our company uses ERP to provide streamlined services for customers
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 We have very strong connection more than 50 factories in Bangladesh where
we place our product ordered
 We have very strong marketing division for all kinds’ of ready-made
garments to expand market to Europe, U.S.A, Canada and all over the world.
 We are very much responsible and accountable to our ethics to implement all
the local and international laws regarding environment, labor policy etc.
Weakness:
 Lack of marketing tactics
 The country is deficient in creativity
 Lack of production line
 Absence of easily on-hand middle management
 A small number of manufacturing methods
 Low acquiescence: there is an international pressure group to compel the
local producers and the government to implement social acquiescence. The
US GSP may be cancelled and purchasing from US & EU may decrease
significantly
 M/c advancement is necessary. The machinery required to assess add on a
garment or increase competence are missing in most industries.
 Lack of training organizations for industrial workers, supervisors and
managers.
 Autocratic approach of nearly all the investors
 No textiles Units
 Incompetent ports, entry/exit complicated and loading/unloading takes much
time.
 Communication gap created by incomplete knowledge of English
 All the merchandiser are not from
 Subject to natural calamities
 Work study department is very small
 Merchandising department  need to increase
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 Not  provide full time doctor facilities
Opportunities:
 EU is willing to establish industry in a big way as an option to china
particularly for knits.
 Bangladesh is included in the Least Developed Countries with which US is
committed to enhance export trade
 Knitwear are very economical even with china and is the prospect for
Bangladesh
 If skilled technicians are available to instruct, prearranged garment is an
option because labor and energy cost are inexpensive.
 Foundation garments for Ladies for the FDI promise is significant because
both, the technicians and highly developed machinery are essential for better
competence and output
 Demand is increasing day by day
 All modern equipment & Machine setup in new division.
Threats:
 The exporters have to prepare themselves to harvest the advantages offered
by the opportunities.
 Always try to motivate the employers & employees.
 Try to improve fire protection.
 Always maintain the product quality.
 Shipment or delivery goods right time.
 Political - instability
 Insufficient natural  resource
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3.1 History of RMG industry in Bangladesh
Garment Industry Large-scale production of readymade garments (RMG) in organised
factories is a relatively new phenomenon in Bangladesh. Until early sixties, individual
tailors made garments as per specifications provided by individual customers who
supplied the fabrics. The domestic market for readymade garment, excepting children
wears and men's knit underwear (genji) was virtually non-existent in Bangladesh until the
sixties.
Since the late 1970s, the RMG industry started developing in Bangladesh primarily as an
export-oriented industry although; the domestic market for RMG has been increasing fast
due to increase in personal disposable income and change in life style. The sector rapidly
attained high importance in terms of employment, foreign exchange earnings and its
contribution to GDP. In 1999, the industry employed directly more than 1.4 million
workers, about 80% of whom were female. With the growth of RMG industry, linkage
industries supplying fabrics, yarns, accessories, packaging materials, etc. have also
expanded.
In addition, demand for services like transportation, banking, shipping and insurance has
increased. All these have created additional employment. The total indirect employment
created by the RMG industry in Bangladesh is estimated to be some 200,000 workers.
In addition to its economic contribution, the expansion of the RMG industry has caused
noticeable social changes by bringing more than 1.12 million women into labour force.
The economic empowerment of these working girls/women has changed their status in
the family. The attractive opportunity of employment has changed the traditional
patriarchal hegemony of the fathers, brothers and husbands. Most working women/girls
Overview of RMG
Industry of Bangladesh
Chapter Three
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can now chose when to get married or become mothers. The number of early marriages is
decreasing; so is the birth rate; and the working girls tend to send their little bothers and
sisters to school, as a result, the literacy rate is increasing. They can participate in family
decision-making. Most importantly, the growth of RMG sector produced a group of
entrepreneurs who have created a strong private sector. Of these entrepreneurs, a sizeable
number is female. A woman entrepreneur established one of the oldest export-oriented
garment factories, the Baishakhi Garment in 1977. Many women hold top executive
positions in RMG industry.
The RMG industry is highly dependent on imported raw materials and accessories
because Bangladesh does not have enough capacity to produce export quality fabrics and
accessories. About 90% of woven fabrics and 60% of knit fabrics are imported to make
garments for export. The industry is based primarily on sub-contracting, under which
Bangladeshi entrepreneurs work as sub-contractors of foreign buyers. It has grown by
responding to orders placed by foreign buyers on C-M (Cut and Make) basis. During its
early years, the buyers supplied all the fabrics and accessories or recommended the
sources of supply from which Bangladeshi sub-contractors were required to import the
fabrics. However, situation has improved. At present, there are many large firms, which
do their own sourcing.
The hundred percent export-oriented RMG industry experienced phenomenal growth
during the last 20 or so years. In 1978, there were only 9 export-oriented garment
manufacturing units, which generated export earnings of hardly one million dollar. Some
of these units were very small and produced garments for both domestic and export
markets. Four such small and old units were Reaz Garments, Paris Garments, Jewel
Garments and Baishakhi Garments. Reaz Garments, the pioneer, was established in 1960
as a small tailoring outfit, named Reaz Store in Dhaka. It served only domestic markets
for about 15 years. In 1973 it changed its name to M/s Reaz Garments Ltd. and expanded
its operations into export market by selling 10,000 pieces of men's shirts worth French
Franc 13 million to a Paris-based firm in 1978. It was the first direct exporter of garments
from Bangladesh. Desh Garments Ltd, the first non-equity joint-venture in the garment
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industry was established in 1979. Desh had technical and marketing collaboration with
Daewoo Corporation of South Korea. It was also the first hundred percent export-
oriented company. It had about 120 operators including 3 women trained in South Korea,
and with these trained workers it started its production in early 1980. Another South
Korean Firm, Youngones Corporation formed the first equity joint-venture garment
factory with a Bangladeshi firm, Trexim Ltd. in 1980. Bangladeshi partners contributed
51% of the equity of thee new firm, named Youngones Bangladesh. It exported its first
consignment of padded and non-padded jackets to Sweden in December 1980.
Within a short period, Bangladeshi entrepreneurs got familiar with the world apparel
markets and marketing. They acquired the expertise of mobilising resources to export-
oriented RMG industries. Foreign buyers found Bangladesh an increasingly attractive
sourcing place. To take advantage of this cheap source, foreign buyers extended, in many
cases, suppliers' credit under special arrangements. In some cases, local banks provided
part of the equity capital. The problem of working capital was greatly solved with the
introduction of back-to-back letter of credit, which also facilitated import of quality
fabric, the basic raw material of the industry. The government assigned high priority to
the development of RMG industry.
Source: http://www.scribd.com/doc/7022262/Industry-Paper-on-RMG-Redefined
3.2 Readymade Garments Industry of Bangladesh
Readymade garment is a success story for Bangladesh. The industry started in the late
1970s, expanded heavily in the 1980s and boomed in the 1990s. The quick expansion of
the industry was possible because of the following unique nature of the industry.
The technology is less complicated (easy to transfer),
Machineries are cheap and easy to operate (sewing machines),
A large female labor force that is easy to train is readily available.
Besides the low cost of labor, one of the major factors behind the success of RMG is the
availability of offshore financing for world-priced inputs through back-to-back letter of
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credit (L/C) under the special bonded warehouse scheme. Presence of foreign buyers is
also a major factor that introduces the system of international subcontracting. Foreign
buying houses not only bring the international market to the doorstep of local
entrepreneurs, they also ensure the availability of essential inputs such as imported
fabrics and accessories for the industry. They also did the greatest favor for the RMG
industry of Bangladesh by bringing the latest designs and by monitoring output quality.
These measures especially enabled inexperienced garments entrepreneurs to establish a
strong foothold during the 1980s. Some important issues related to the RMG industry of
Bangladesh are noted in table 1:
Table 1: Important Issue Related to the Bangladesh RMG Industry
YEAR(S) ISSUE
1977-1980 Early Period of Growth
1982-1985 Boom Days
1985 Imposition of Quota Restrictions
1990s Knitwear Sector Developed Significantly
1993-1995 Child Labour Issue and its Solution
2003 Withdrawal of Canadian Quota Restriction
2005 to present Phase-out of export quota system
Source: BGMEA
3.2.1 Nature of the industry
The RMG industry is characterized by international subcontracting mainly for cutting and
making. Foreigners directly run most of the buying houses and, hence, local middlemen
have little access to valuable market information that is indispensable for competing in a
free market. As a result, being in the business for more than two decades, Bangladesh has
not been successful in establishing any brand names in the world apparel market.
It is also surprising to note that, although Bangladesh is a major exporter of RMG, it has
shown little success in developing its textile sub-sector. Despite the expansion in RMG,
domestic fabrics have not been able to meet the garment industry’s rapidly growing
demand, as a result of which Bangladesh imports 2-3 billion yards of fabrics annually to
meet its exporting requirements (World Bank 1999). During 1991-99 period import of
fabric under back- to-back LC averaged 57.81 percent of total exports.
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3.2.2 Growth and Structure of the industry
Until the early 1980s, India and Sri Lanka were the major South Asian suppliers of RMG
to USA and Western Europe. After the onset of political problems in Sri Lanka and a
consistent anti-export environment in India, Western buyers and Eastern producers
became interested in trying their luck in Bangladesh, which was able to respond quickly
(Spinanger 2000). The industry demonstrated spectacular growth since the 1980s. In
1983 only 21 units were registered with the Bangladesh Garment Manufacturers and
Exporters Association (BGMEA), which generated sales of only about US$10 million.
The volume of export was exciting throughout the 1990s and was $1,201 million in 1992-
93, $2,608 million in 1995-96 and $4,149 million in 1998-99 (Source of data: compiled
from Export Promotion Bureau). In FY 1997-98, the share of RMG in total exports
earnings was 73 percent (World Bank 1999). Bangladeshis own more than 95 percent of
the garment factories.
The industry directly employs 1.5 million people (majority of whom are female) and it is
estimated that another 10-15 million benefit indirectly. There are 15 companies/groups,
which are the major holders of quotas and are capable of producing in excess of 10,000
doz. of garment per month with fabric outsourcing capabilities. Around 500 companies
producing between 5,000 to 10,000 doz. per month work mainly for importers and agents
and produce about half their work on Cost of Manufacture (CM) basis and half on FOB
basis. Some 1500 units, producing up to 5,000 dozen per month, work mainly on sub-
contracting basis. The remaining 200 companies are classified as sick usually as a result
of financial problems (Spinanger 2000). In such a context, following Table-01 shows the
trend of growth and development of garment industry in Bangladesh.
Source: www.bdiusa.org/Publications/JBS/Volumes/Volume2/jbs2.2-3.pdf - Similar
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Table 1: Growth of the RMG industry and Employment
Year No. of Garment Factories Employment in million workers
1971 5 -
1977 7 -
1981 78 -
1983-84 134 0.040
1984-85 384 0.115
1985-86 594 0.198
1986-87 629 0.283
1987-88 685 0.306
1988-89 725 0.317
1989-90 759 0.335
1990-91 834 0.402
1991-92 1163 0.582
1992-93 1537 0.804
1993-94 1839 0.827
1994-95 2182 1.200
1995-96 2353 1.290
1996-97 2503 1.300
1997-98 2726 1.500
1998-99 2963 1.500
1999-00 3200 1.600
2000-01 3480 1.800
2001-02 3618 1.800
2002-03 3760 2.000
2003-04 3957 2.000
2004-05 4107 2.000
2005-06 4220 2.200
2006-07 4490 2.400
2007-08 4743 2.800
2008-09 4825 3.100
Source: http://www.bgmea.com.bd/home/pages/aboutus
3.3 Product Tree
Bangladesh exports about 63 items to different apparel markets. These products include
suits, jeans, embroidery cloths, shirts, trousers, children wares, sweaters, knitwear etc.
However, major portions of Bangladesh's exports are shirts, blouses, T-shirt, pullovers
and these products are produced mainly to cater middle and lower market segments of US
and EU. It needs to be mentioned here that Bangladesh produces a very limited categories
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of expensive and fashion oriented garments. Main apparel items exported from
Bangladesh is shown in the tree – diagram drawn below:
3.3.1 Knitwear:
The knitwear sub-sector in Bangladesh has made phenomenal progress in the past 10-12
years. In 2002-2003 this sub-sector has made 25.3% contribution to the country’s total
export. The fast growth of this sector is resulted from abundant and cheaply available
labor and low investment requirement, high demand for knitwear variety in the USA and
EU countries.
3.3.2 Woven:
In the year 1992-93 the woven export was 86% of the total apparel export of the country,
the rest 14% being the knit apparel. During the 80s and early 90s woven export
dominated the total apparel export. It still contributes the major portion but the
dominance has been substantially reduced by the phenomenal growth in knit garments
export. Many countries of the world including the USA, Canada, Japan and Europe are
prone to cold weather through out the year and people living in these countries wearing
sweaters as a basic item of clothing. Sweaters are traded worldwide under knitwear (HS
Code 6110) which includes sweater, pullovers, vests, jerseys. These products are mostly
exported from the countries of Asian region because of the low production cost where:
the China occupies the largest market share. While the export oriented garments sector
Ready made
Garments
Woven Knitwear
Trousers Shirts Jackets T-Shirt Sweater Polo Shirt
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extends back almost 24 years, the growth of export oriented sweater industries in
Bangladesh is a fairly recent phenomenon. According to BGMEA sources out of a total
of 2,429 garments industries in the country only 175 industries are regularly
manufacturing sweaters. The annual export of sweater from Bangladesh shows an
increasing trend.
Knit Products
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Woven Products
3.4 Major markets
The exports of Bangladesh are highly concentrated in two major markets: EU and USA.
Bangladesh was the sixth-largest exporter of apparel in the world after China, the EU,
Hong Kong, Turkey, and India in 2006. That year, Bangladesh's share in world apparel
exports was 2.8%.
The US was the largest single market with US$3.23 billion in exports, a 30% share in
2007. Today, the US remains the largest market for Bangladesh's woven garments taking
US$2.42 billion, a 47% share of Bangladesh's total woven exports. The European Union
remains the largest regional destination-Bangladesh exported US$5.36 billion in apparel;
50% of their total apparel exports. The EU took a 61% share of Bangladeshi knitwear
with US$3.36 billion exports.
The table shows that RMG export growth in US market among competitor countries-
Table: Trends of RMG exports by some Asian countries in US market ($ million)
Country 2008 Growth Up to June 2009 Growth
India 5078 -0.10 2428.90 -11.40
Bangladesh 3537 10.8 1812.00 7.80
China 32678 1.10 13369.40 -3.40
Vietnam 5425.30 19.10 2481.40 1.50
Pakistan 3078.10 -2.90 1311.10 -10.40
Indonesia 4241.40 0.80 2026.30 -5.20
Source: Ministry of Finance
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At independence in 1971, most observers of the newly emerged country took a
pessimistic view about the developmental prospect of Bangladesh. Many thought that the
country would remain permanently locked in a ‘below poverty level equilibrium trap’.
Although there is little room for complacency Bangladesh has come a long way from
there. About two-fifths of the economy is now connected with the global economy
through exports, imports, factor and commodity markets; the degree of openness of the
economy currently stands at 40%. Bangladesh can now rightfully claim that she has
graduated from a predominantly aid receiving nation to a trading nation.
The export-oriented RMG sector has made crucial contribution to this abovementioned
transformation of the Bangladesh economy. The role of our RMG entrepreneurs,
domestic fiscal and financial, institutional policy support and incentives put in place by
successive governments, substantial RMG supportive linkage activities within the
domestic economy and global market opportunities combined to create a story which is,
to be honest and true, unparallel in the developing world. When jute and jute goods were
losing their traditional markets, with the prospect of drastic fall in forex earnings it is the
RMG sector which came in first to replace it, and then to overtake it. While traditional
export sector could not yield expected results, the RMG sector gradually injected
dynamism in the export as well as in the domestic economy though backward and
forward linkage economic activities.
Impact of RMG sector in the
development of Bangladesh
Economy
Chapter Four
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4.1 Macro Contribution
The RMG industry is at the backbone of the Bangladesh economy. Some of the
significant contributions of the sector to the socio-economy of the country are:
· The RMG export earnings of Bangladesh increased from US$ 31.57 million in FY
1983-84 to US$ 12.35 billion in FY2008-09, which is 79.33% of country’s total export
earnings in the same year.
· Employment in RMG sector stands at 3.5 million at the present, 80% of them are
less privileged women.
· Female labor force participation in the country was only 8% in 1983-84 which
increased to 18.1% in 1995-96 and 29.2% in 2005-06 (BBS), where they are to be
primarily found in garment manufacturing industries.
· Fostering forward and backward linkage activities (e.g. fabric, yarn, professional
services, bank and insurance services, real estate services, storage, machinery and cotton
cultivation).
· The poverty level in Bangladesh has dropped from 49.8% in 2000 to 40% at
present, and the contribution of the RMG sector to this reduction was one third.
· The readymade garment industry has been playing a vital role to move the
economy out of aid dependency to trade dependent. The AID-GDP ratio of the country
started to decline as soon as the Export-GDP ratio started to increase (visible difference
since FY 1993-94 when the Aid-GDP ratio was 6.65 and Export-GDP ratio was 7.48,
and these ratios are recorded 3.48 and 17.87 respectively in FY 2007-08).
· The industry in Bangladesh has led to the development of the entrepreneurial spirit,
allowing the individual to come to the forefront and develop individual’s potential.
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The sector is contributing significantly to achieve the Millennium Development Goals. In
a moderated Muslim country like Bangladesh, the garment industry has brought a social
revolution to the country:
o In the last two decades, the country has seen women empowerment;
o Poverty has been declining and primary education has increased.
o Fertility rate has been declining and longevity of women has increased.
o Child and women mortality rate has dropped
Source: http://waysandmeans.house.gov/Hearings/Testimony.aspx?TID=8306
4. 2 Exporting Condition of Garments Industry
The Ready-Made Garments (RMG) industry occupies a unique position in the
Bangladesh economy. It is the largest exporting industry in Bangladesh, which
experienced phenomenal growth during the last 25 years. By taking advantage of an
insulated market under the provision of Multi Fibre Agreement (MFA) of GATT, it
attained a high profile in terms of foreign exchange earnings, exports, industrialization
and contribution to GDP within a short span of time. The industry plays a key role in
employment generation and in the provision of income to the poor. Nearly two million
workers are directly and more than ten million inhabitants are indirectly associated with
the industry. Over the past twenty years, the number of manufacturing units has grown
from 180 to over 3600. The sector has also played a significant role in the socio-
economic development of the country.
The export made by Garments Industries of Bangladesh is improving year after year
except some of the year. Strike, layout, shutdown of company, political problem,
economic problem, inflation etc. are the prime cause of decreasing export in this
important sector. But above it, Readymade Garments Industries is the leading sector in
export sector. In such a context, the trend and growth of garments export and its
contribution to total exports and GDP has been examined the following picture shows the
position.
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It is revealed from the Appendix 01 that the value of garment exports, share of garments
export to total exports and contribution to GDP have been increased significantly during
the period from 1984-85 to 2005-06. The total garments export in 2005-06 is more than
68 times compared to garments exports in 1984-85 whereas total country’s export for the
same period has increased by 11 times. In terms of GDP, contribution of garments export
is significant; it reaches 12.64 percent of GDP in 2005-06 which was only 5.87 percent in
1989-90. It is a clear indication of the contribution to the overall economy. It also plays a
pivotal role to promote the development of linkage small scale industries. For instance,
manufacturing of intermediate product such as dyeing, printing, zippers, labels has began
to take a foothold on limited scale and is expected to grow significantly. Moreover it has
helped the business of basling, insurance, shipping, hotel, tourism and transportation. The
sector also has created jobs for about two million people of which 70 percent are women
who mostly come from rural areas. The sector opened up employment opportunities for
many more individuals through direct and indirect economic activities, which eventually
helps the country’s social development, woman empowerment and poverty alleviation. In
such a way the economy of Bangladesh is getting favorably contribution from this
industry.
34
4.3 Emergence of Knit-RMG
The growth dynamics of the sector over the last decade evince two clearly discernible
phases: during the initial period it was the woven-RMG which dominated the structure of
apparel exports, whilst in recent years which could be termed as a second phase, it is the
knit-RMG which emerged as no less of an important segment in the RMG sector with its
share growing up steadily and local value retention fast approaching the level of woven-
RMG.
4.3.1 Garments Product Portfolio
The specific character of products and level o f industrial development indeed determines
its variance of product diversification. In such a context, the product mix, product line as
well as product diversification are very important strategies for any industry to develop
its market by meeting the present market requirements. For the garments industry it is
also very important because product diversification will call for developing capability for
product development and product design especially in response to fast changes in
fashion. The growth pattern of garments export can be categorized into two distinct
phases. During the initial phase it was the woven category. Second phase is the
emergence of knitwear products. On the other hand, an analysis of the product mix of the
garments industry revealed that so far Bangladesh has been able to export very limited
categories of products. In such a context, an attempt has been made to examine the
growth and trend of product portfolio or categories of products exported from
Bangladesh.
4.3.2 Garments Product Diversification
Within the apparels sector, Bangladesh has been able to accomplish product
diversification. RMG sector has been able to extend its product line from T-shirts,
pyjamas, ordinary shirts, shorts, caps, women’s and children's wear to shirts of
complicated designs and jackets; and some brand items have also emerged where the
value was added to both the export earnings and the local value retention.
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4.3.3 Garments Market Diversification
The international textile and garment industry has undergone several shifts in production
and marketing since the 1950s. The first shift occurred in the 1950x and early 1960s
when production moved from North America and Western Europe to Japan. The second
supply shift was from Japan to the Asian newly industrialized economics (NIEs)-Hong
Kong, Taiwan, South Korea and Singapore- and this permitted the latter group to
dominate global textile and garment exports in the 1970s and 1980s. Over the past 10 to
15 years, there has been a third shift as production within Asia has moved from the NIEs
to China and South East and South Asian exporters and as exports from non-Asian
countries, in particular control America, the Caribbean, Eastern Europe and North Africa,
have increased substantially. These production shifts have been influenced by a range of
factors, including the distortions to international trade arising from MFA quota system
and labour cost differentials. In this scenario, Bangladesh garment industry is well placed
to withstand the increase in competition in its export markets. Our export market for
garments products is spread over a vast space of more than 20 countries with USA, UK,
France, Canada, Germany, Belgium and Middle Eastern countries being the major and
notable ones. Initially, Bangladesh has concentrated only in a few markets. It has
concentrated in USA, Canada and Europe. The competitors of Bangladesh, for example,
India has continued to expand its trade, diversify its markets and change product mix of
its exports. As the recent performances indicate, the production and marketing
capabilities of Bangladesh have increased substantially. But still it lacks the core
competence necessary to stay in a highly competitive market which one can anticipate in
present post MFA period.
4.4 Post MFA Scenario in Bangladesh
The textile and apparel industries have led industrialization n at the early stage of
development in many countries of the world. Most developed countries which have lost
competitiveness have imposed quantitative restrictions on the trade in textiles and
clothing since the 1950s, although there has been progress in trade liberalization as a
whole. Over the last thirty years, international trade and investment in the global textile
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and garment (T&G) sectors has been influenced by Multi-Fiber Agreement (MFA)
quantitative restrictions (quotas) applied by the major developed country importers (the
United States, the European Union, Canada and Norway) on T&G exports from
(predominantly) developing countries. MFA quotas were negotiated bilaterally and
applied on a discriminatory basis to some exporting countries but not to others, thus
differing from country to country in both product coverage and the degree of
restrictiveness. In such a context, the Multi-Fiber Arrangement governed the trade in
textiles and clothing from 1974 to 1994. This arrangement was superseded in 1995 by the
Agreement on Textiles and Clothing (ATC) under the administration of the World Trade
Organization (WTO). From 1 January 2005 all such quantitative restrictions on the trade
in textiles and clothing were phased out, and finally abolished. Historically speaking that
as per requirement of The ATC, all MFA quotas on T&G products be removed over a
ten-year transition period split into three phases and ending on 1 January 2005, thus
finally incorporating international T&G trade into general GATT rules that prohibit
discriminatory measures and call for the reduction and elimination of quantitative
restrictions. The quota system under the MFA has distorted international T&G trade and
has resulted in global welfare losses since quota limits on the exports of selective
producers have prevented an allocation of resources to the most efficient T&G producers
and prevented prices in quota protected developed country markets from falling.
Competitive exporting countries with comparative advantages in T&G production have
been restrained from expanding under the MFA quota system, while relatively
uncompetitive producers have enjoyed guaranteed market access (up to the quota limit) to
developed country markets (Spinanger, 1999). In such a context, there was serious
concern that low income countries, such as Bangladesh, Cambodia and the like, which
relied heavily on the garment industry, would suffer from the keen competition expected
to be triggered by the complete liberalization of trade in textiles and clothing from the
beginning of 2005. From the many corners it was predicted that China would expand its
exports and India would follow, and that the other relatively small exporters would
suffered seriously from the competition of these two giants. However, it turned out that
some garment-exporting Least Developed Countries (LDCs), such as Bangladesh,
Cambodia and Haiti, faired very well throughout the year 2005. In this context, an
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attempt has been made to examine the export data of selected countries during MFA and
post MFA to US and EU markets in order to assess the indicative impact of post MFA
scenario in Bangladesh as well as other largest garments exporters. The following Tables
show the picture in this regard.
Source: http://www.cpd-bangladesh.org/publications/op/op50
4.5 Recent Performance of RMG
The contribution of readymade garment (RMG) to the national export increases with the
rebound of orders from international buyers following a recovery in the global economy,
according to trade data of the Export Promotion Bureau. The share of RMG products
reached 77.17 percent in the July-November period from 77.15 percent in July-October
of the current fiscal year. During the July-November period, the country exported woven
garments worth $2.13 billion and knitwear items of $2.59 billion totaling $4.72 billion.
The share of woven garments in the total exports of the country was 34.84 percent and
that of knitwear (including sweater) was 42.34 percent, the data said. During the five-
month period, the total national export was worth $6.10 billion.
In fiscal 2008-09 the RMG contribution was 79.33 percent, while woven segment added
38.02 percent and knitwear items 41.30 percent. Bangladesh exported woven garments
worth $5.92 billion and knitwear worth $6.43 billion in 2008-09, registering growths of
14.54 percent and 16.48 percent respectively compared to the previous year. Riding on a
steady growth, readymade garment (RMG) grabs a larger share in national export, as
other products are experiencing a drastic fall in exports amid global recession, according
to Export Promotion Bureau (EPB).
The RMG share in the national export was 79.07 percent during the July-April period of
the current fiscal year, EPB data show. The share would be more than 82 percent if home
textiles and fabrics were included with woven and knitwear, the two main sub-sectors of
RMG products, industry insiders said. During the July-March period RMG contributed
79.17 percent to the national export.
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The RMG share was 75.83 percent in fiscal 2007-08 when the country exported RMG
products worth $10.70 billion, posting a 16.16 percent growth over the previous year. In
the July-April period Bangladesh exported RMG products worth $10.133 billion,
registering an 18.13 percent rise over the same period of last fiscal year. Of the total
RMG exports in the period, the contribution of woven garment was 38.25 percent or
$4.902 billion, while the figure for knitwear products was 40.82 percent or $5.231 billion.
During the 10-month period woven and knitwear registered 17.13 percent and 19.08
percent growth respectively over the same period last fiscal year. On a monthly basis the
country exported woven products worth $437.79 million and knitwear worth $480.4
million, posting 5.42 percent and 0.28 percent growth respectively from March to April
of the current fiscal year.
Exporters said the RMG share in national export is widening for the recent slump in
exports of other products amid the global recession. In the July-April period the exports
of other major products such as pharmaceuticals declined by 13.66 percent, tea 13.47
percent, camera parts 20.78 percent, raw jute 17.65 percent, jute goods 17.78 percent,
electronics 57.03 percent, leather 36.13 percent, frozen foods 14.26 percent and ceramic
products by 10.69 percent over the last fiscal year.
Source: www.apparel.com.bd
4.6 Sectoral Contribution
4.6.1 Backward and Forward Linkages
Growth of RMG sector has spawned a whole new set of linkage industries and facilitated
expansion of many service sector activities. The RMG industry not only propelled the
growth of spinning, weaving, dyeing and finishing industries, production of accessories
and spare parts, but also rendered large externalities by contributing to other economic
activities in such areas as banking, insurance, real estate, packaging, hotels and tourism,
recycling, consumer goods utility services and transportation.
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The RMG sector has overwhelmingly high backward linkage with textile sector
providing fabrics, yarn and other ancillaries. It has important backward linkage with
utilities such as electricity, gas, and machinery and spare parts supplying sectors. It has
forward linkage with transport, communication, banking and insurance and trade
services. Besides, there is a considerable subcontracting linkage within the sector. The
buying house also plays important role towards bringing the manufacturers and buyers of
the finished goods closer. As the input-output table shows, the RMG value-added ratio to
output stood at 19% in 1993-94. Since then the RMG sector has undergone important
changes, with substantial movements in terms of enhanced value addition. Direct value
addition by the RMG was estimated to be about 25%.
Though the country had some base in cotton textile industry even before the emergence
of export-oriented RMG sector, its linkage with global market was insignificant.
Realizing the importance of the backward linkage industry in terms of supplying export
quality yarn and fabric to satisfy the need of the growing RMG sector, the Bangladesh
government took an early initiative to declare the textile sector as a thrust sector. Since
the textile policy was put in place in 1995, the sector registered remarkable growth. In
response to the incentive provided by the government and a ready market provided by the
RMG industry, private sector came forward to invest in backward linkage industries.
Backward linkages and other related activities marked remarkable progress in the last
decade, particularly since mid-1990s.
4.6.2 Banking and Insurance
Growths of the RMG sector and the related activities have contributed a lot to the robust
growth of the financial sector in Bangladesh. In FY 2002 the banking sector earned about
37 million dollars from business with the RMG sector in the form of interest and charges
and L/C charges.  More than one-tenth of the commercial banks’ asset portfolio belongs
to the RMG and textile sector in the country. In FY 2001 commercial banks lent Taka
4400 crore to the textile sector, while the amount lent to the woven-RMG sector was
Taka 812 crore. The export financing business of the commercial banks is largely
dependent on the textile and RMG sectors. The RMG sector received Taka 2175 crore as
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export-finance in FY 2001 which was 46.14% of the total export financing portfolio of
the banks. A World Bank7 survey revealed that almost all firms (98%) are the clients of
the commercial banks for working capital and procurement of machines and equipment
(57%).
The RMG sector has also contributed to the growth of the country’s insurance sector. On
average, every year the premium paid by the RMG sector to the insurance companies was
about 6 million dollars. All firms have their machines and plants insured and,
additionally, 87% of importers of input and 15% of the RMG exporters get their
imports/exports insured.
4.6.3 Shipping and Logistics
The RMG sector has contributed to the shipping business in Bangladesh and stimulated
setting up of several container yards, expansion of port facilities to handle large container
carrying trains, increase of cargo handling and storage facilities. RMG manufacturers
also extensively use services of Clearing & Forwarding Agents for the purpose of
customs clearance of inputs and finished goods. It is estimated that port usage fees earned
from the RMG sector account for more than 40% of the income of the port authority.
RMG sector contributed about US$65 million in FY2002 to earnings of the Shipping
business of the country by way of port charges, C&F Agent’s commissions, freight
charges, forwarding charges etc.
4.6.5 Transport Communication
The growth and development of inland transport services to a considerable extent owe to
the growth of the RMG industry. Both wheel transport service and railway service are
widely used by RMG sector for activities related to manufacturing and cargo movement.
The concept of covered van emerged in Bangladesh for safe transportation of the RMG
products in particular. In 2002 the inland transport industry received about 27.3 million
dollars as revenue from the RMG sector.
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4.6.6 Contribution to the Government Exchequer
The RMG sector contributes to the government exchequer both directly and indirectly. In
FY 2002 the sector paid 6.3 million dollars as stamp and postage, license renewal fee etc.
Payments made for visa form, license form, GSP form and other forms to the Export
Promotion Bureau amounted to 58.85 million dollars in FY2000. The sector also paid
USD 2.4 million to the government as direct taxes in FY 2002.
4.6.7 Professional Services
The RMG sector extensively uses professional services from CA firms, legal agencies,
and business consultants. In FY 2002 total payment for professional services is estimated
at 3.61 million dollars.
4.6.8 Engineering Sector
The RMG industry paid 14.2 million dollars to the engineering sector which included
payments to repairing and maintenance service industry (USD 4.29 million), electrical
engineering (USD 4.38 million), transport vehicle maintenance service ( USD 2.87
Million), and machine tools service (USD 2.63 Million).
4.6.9 Utility Services
Payment of Electricity bill by the RMG industry is estimated to be 14.74 million dollars
in FY2002. Utility payments for gas, WASA etc. amounted to an additional 3.75 million
dollars.
4.6.10 Information and Communication Technology
The RMG sector also plays a catalytic role in the growth of the country’s ICT sector. The
services consumed by the RMG industry generated revenue for the ICT sector. Payments
for ICT services which include communication, hardware and software services is
estimated at 9.88 million dollars in FY 2002.
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4.6.11 Real Estate
Demand for real estate development by the garment industry to accommodate offices and
factories of over 3400 garment units has generated a lot of activities in the Construction
Industry. The RMG industries paid approximately 26.24 million dollars as factory, office
and garage rent in FY 2002.
4.6.12 Hotel Tourism
About 1000-1500 overseas apparel buyers and their representatives visit Bangladesh
every year for business purpose. In FY2002 the RMG industry created a business of
approximately 4.42 million dollars for the country’s tourism industry.
4.6.13 Waste Recycling Industry
Approximately 0.2 million people are engaged in waste (mainly, the waste out prices of
fabrics) recycling industry of the country which get their materials from the RMG
industries. With these waste materials, they are making stuff toys, patterns, quilts,
cushions etc.
4.6.14 Emerging Consumer Market
The 1.6 million workers in the industry have created a large demand for consumer goods.
A regular source of earning increases the basic consumption needs such as improved diet,
better healthcare, improvements in family utensils and housing conditions etc. The sector
has created an increasing demand for consumption of low cost commodities, cosmetics
items, dresses, footwear, fast food and other products. A whole industry has been created
to service this growing demand and created employment opportunities for hundreds of
thousands of people.
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4.7 Social Impacts of the RMG Sector
4.7.1 Women Empowerment
It is well recognized that women’s participation in income generation activities lends
them a better status within the family and provides them with considerable freedom. A
job ensures equitable access to household resources (nutrition) and larger investment on
female human capital (health and education). Employment opportunities draw attention
to women’s needs for public facilities such as transportation, communication, safety etc.
and creates a demand for policy response in these areas. It also has created a demand for
education and health. As the income by the female member reduces dependency on male
income it reduces their vulnerability. It also reduces the possibility of domestic violence
against women. Expansion of women’s employment has contributed positively to the
improvement of the savings behaviour of the poor people since women tend to be better
savers.
Employment in the RMG industry has provided direct access to cash income for the first
time to many poor women. A survey, conducted by the BIDS in 1997 showed that for 96
percent of the female workers in the non-EPZ areas, work in the garment industry was the
maiden wage employment8. The survey also showed that women were taking up such
roles paying for house rents and schooling expenses for their children or brothers and
sisters. Despite the fact that they have lower incomes, the female garment workers were
spending the same amount as the male workers on the studies of their family members.
The same survey further showed that female workers were spending their earnings on
their marriage, thus taking a big burden off their families. The independent earnings also
allow these women to have a greater share in household decision making. Evidently,
wage work at the garment industry has empowered women and improved their status.
4.7.2 Savings
Regular earning enables a large number of the garment workers to go for some savings.
Workers investments on family pension schemes etc. create savings. A BIDS survey
conducted in the early 1990s found that 21 percent of both male and female workers aged
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15 years and above had their own bank accounts. A higher proportion of workers (30
percent) had bank accounts in the EPZ. Findings showed that women are on average
better savers than men and save about 7.6 percent of their otherwise small income.9
4.7.3 Child Labour
In recent years, international debate on child labour has intensified. The elimination of
child labour is also among the core labour standards in the ILO Convention. The Harkin
Bill placed at the US Senate entitled “The Child Labour Deterrence Act of 1993” which
called for the elimination of child labour in the export oriented manufacturing and mining
industries. As a consequence many garment industries had to retrench child workers from
their factories. In many countries these retrenched children ended up in more strenuous
and less-remunerative jobs, or worst, turned to begging in the street. The Bangladesh
RMG sector set a unique example through collective efforts which eventually led to the
development of a safety-net programme for the child labours. The BGMEA/ILO/
UNICEF Child Labor Project in the garment industry of Bangladesh, funded by the US
Development of Labour was the first of a series of child labour programmes executed by
the International Program on the Elimination of Child Labor of the ILO. This project,
initiated in 1995, is based on a Memorandum of Understanding (MOU) signed by the
BGMEA and two international organisations, the ILO and UNICEF, with the aim of
progressively phasing out child labour from more than 2,500 factories that are members
of the association.
The key elements of the MOU were:
(a) A fact-finding survey to determine the extent of child labour in the garment industry;
(b) The establishment of an education programme in which identified child workers
should be enrolled;
(c) The establishment of a monitoring and verification system;
(d) The provision of income compensation in the farm of a monthly stipend of Tk.300,
the equivalent of (at that time) US$ 7. The costs are to be shared by on fifty-fifty basis by
BGMEA, the ILO and other donors.
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Many of the retrenched child workers have been placed in schools and are receiving a
monthly stipend. Football manufacturing industry of Pakistan has been following the
globally acclaimed BGMEA Model of Child Labour Elimination. BGMEA has so far
spent over 600,000 US dollars for the project.  Successfully addressing of this issue has
created a very favourable image about Bangladesh abroad and has promised continued
market access for the sector.
4.7.4 Population Control
Employment opportunities especially for women created positive impact on family
planning and population control in the country. Independent working-women are getting
more conscious about the advantage of a small family, and are exposed to modern family
planning methods. Working adolescent girls tend to avoid early marriage as they have
their own source of income and are self-dependent. The mean age at marriage for girls
working in RMG factories tend to be higher than the national average.
4.7.5 Social Welfare Programmes of BGMEA
BGMEA, the Trade Association of over 3000 garment factory owners in Bangladesh, has
undertaken a number of projects under its social welfare programmes to ensure better
occupational safety and health and enforcement of labour rights as per the local laws and
ILO convention guidelines.
Source: http://www.cpd-bangladesh.org/publications/op/op50
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5.0 Problems of the RMG industry of Bangladesh
Today our RMG sector is going through a crucial period; it has many long terms
problems as well as it is facing some short term and new arrival problems also. If we try
to make a list of these problems it can be as follows:
(i) The entrepreneurs are discouraged to invest to very high debt - equity ratio.
(ii) The long-term interest rates on loan for new industries in Bangladesh are very high
(Bangladesh 9-12%, Pakistan 5%, India 6%) compared to competing countries.
(iii) Present worker unrest is making the sector limbs at the same time our glorious image
is downward in the international market. Which caused some buyers is really worried to
place new order.
(iv) Exploiting mentality of some garment owners is also a major problem to have a
sustainable RMG industry & continuing of its current growth.
(v) Political instability is another major problem for this sector. Day long strike or so call
uncompromised strike may be cause of undue shipment of product. It hampers the
transportation of product from factory to sea port.
Problems of the RMG
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(vi) Long bureaucratic jam is another major problem for every industry in Bangladesh.
As a result we are loosing FDI in our country which may help to establish backward
linkage of RMG industry in Bangladesh.
(vii) Leakage from Bonded warehouses and smuggled fabrics deter the growth and
development of RMG.
(viii) Due to provision of subsidy and other incentive at different stages of production
process by the competing countries, their products are more competitive than ours in the
international market.
(ix) Dearth of trained manpower of international standard.
(x) Scarcity of use of modern technology is resulting a long period of shipment as a result
our products are uncompetitive in international market even though the labor costs are
low.
(xi) Due to operation of obsolete production techniques and acute shortage of technically
sound manpower, weaving and weaving-dyeing-finishing sub- sector could not make
significant headway.
(xii) Production capacity of some factory is extremely low due to use of obsolete
technology. This was compounded by poor quality of manufacture.
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6.0 Prospects of the RMG Industry
Despite many difficulties faced by the RMG industry over the past years, it continued to
show its robust performance and competitive strength. The resilience and bold trend in
this MFA phase-out period partly reflects the imposition of ‘safeguard quotas’ by US and
similar restrictions by EU administration on China up to 2008, which has been the largest
supplier of textiles and apparel to USA. Other factors like price competitiveness,
enhanced GSP facility, market and product diversification, cheap labor, increased
backward integration, high level of investment, and government support are among the
key factors that helped the country to continue the momentum in export earnings in the
RMG sector. Some of these elements are reviewed below.
6.1 Market Diversification
Bangladeshi RMG products are mainly destined to the US and EU. Back in 1996-97,
Bangladesh was the 7th and 5th largest apparel exporter to the USA and European Union
respectively. The industry was successful in exploring the opportunities in markets away
from EU and US. In FY07, a successful turnaround was observed in exports to third
countries, which having a negative growth in FY06 rose three-fold in FY07, which
helped to record 23.1 percent overall export growth in the RMG sector. It is anticipated
that the trend of market diversification will continue and this will help to maintain the
growth momentum of export earnings. At the same time a recent WTO review points out
that Bangladesh has not been able to exploit fully the duty free access to EU that it
enjoys. While this is pointed out to be due to stringent rules of origin (ROO) criteria, the
relative stagnation in exports to EU requires further analysis.
Prospects of the RMG
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6.2 Product Diversification
The growth pattern of RMG exports can be categorized into two distinct phases. During
the initial phase it was the woven category, which contributed the most. Second phase is
the emergence of knitwear products that powered the recent double digit (year-on-year)
growth starting in FY04. In the globalized economy and ever-changing fashion world,
product diversification is the key to continuous business success. Starting with a few
items, the entrepreneurs of the RMG sector have also been able to diversify the product
base ranging from ordinary shirts, T-shirts, trousers, shorts, pajamas, ladies and
children’s wear to sophisticated high value items like quality suits, branded jeans, jackets,
sweaters, embroidered wear etc. It is clear that value addition accrues mostly in the
designer items, and the sooner local entrepreneurs can catch on to this trend the brighter
be the RMG future.
6.3 Backward Integration
RMG industry in Bangladesh has already proved itself to be a resilient industry and can
be a catalyst for further industrialization in the country. However, this vital industry still
depends heavily on imported fabrics. After the liberalization of the quota regime some of
the major textile suppliers Thailand, India, China, Hong Kong, Indonesia and Taiwan
increased their own RMG exports.
If Bangladesh wants to enjoy increased market access created by the global open market
economy it has no alternative but to produce textile items competitively at home through
the establishment of backward linkage with the RMG industry. To some extent the
industry has foreseen the need and has embarked on its own capacity building.
6.4 Flow of Investment
It is plausible that domestic entrepreneurs alone may not be able to develop the textile
industry by establishing modern mills with adequate capacity to meet the growing RMG
demand. It is important to have significant flow of investment both in terms of finance
and technology. Investment outlook in this sector is encouraging, although the
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uncertainties before the MFA phase-out period caused a sluggish investment scenario. In
part the momentum in the post-MFA phase-out period is indicative of the efforts
underway towards capacity building through backward integration. This is evident in the
pace of lending to the RMG sector and in the rising import share of RMG related
machinery. However further progress would be necessary to improve and sustain
competitiveness on a global scale.
6.5 Policy Regime of Government
Government of Bangladesh has played an active role in designing policy support to the
RMG sector that includes back-to-back L/C, bonded warehouse, cash incentives, export
credit guarantee scheme, tax holiday and related facilities. At present government
operates a cash compensation scheme through which domestic suppliers to export-
oriented RMG units receive a cash payment equivalent to 5 percent of the net FOB value
of exported garments. At the same time, income tax rate for textile manufacturers were
reduced to 15 percent from its earlier level for the period up to June 30, 2008. The
reduced tax rates and other facilities are likely to have a positive impact on the RMG
sector.
6.6 Infrastructural Impediments
The existence of sound infrastructural facilities is a prerequisite for economic
development. In Bangladesh, continuing growth of the RMG sector is dependent on the
development of a strong backward linkage in order to reduce the lead time. However,
other factors constraining competitiveness of Bangladesh’s RMG exports included the
absence of adequate physical infrastructure and utilities.
6.7 Labour Productivity
The productive efficiency of labor is more important determinant for gaining comparative
advantage than the physical abundance of labor. In Bangladesh, the garment workers are
mostly women with little education and training. The employment of an uneven number
of unskilled labors by the garment factories results in low productivity and comparatively
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more expensive apparels. Bangladesh labor productivity is known to be lower when it
compared with of Sri Lanka, South Korea and Hong Kong. Bangladesh must look for
ways to improve the productivity of its labor force if it wants to compete regionally if not
globally. Because of cheap labor if our country makes the labor productivity in the apex
position, then we can think the future of this sector is highly optimistic.
6.8 Research and Training
The country has no dedicated research institute related to the apparel sector. RMG is
highly fashion oriented and constant market research is necessary to become successful in
the business. BGMEA has already established an institute which offers bachelor’s degree
in fashion designing and BKMEA is planning on setting up a research and training
institute. These and related initiatives need encouragement possibly intermediated by
donor-assisted technology and knowledge transfer. A facilitating public sector role can be
very relevant here.
6.9 Supportive Government Policy
In contrast to the public sector-led import-substituting industrialization strategy pursued
during the first few years after independence, the industrialization philosophy of the
government changed rather dramatically from the late 1970s when the emphasis was on
export-oriented growth to be spearheaded by the private sector. Towards this end, various
policy reforms were implemented in the 1980s and 1990s. Some of these reformed
policies contributed considerably to the growth of the RMG industry in Bangladesh.
During the 1980s, a number of incentives were introduced to encourage export activities.
Some of them were new like the Bonded Warehouse Facility (BWF), while others like
the Export Performance License (XPL) Scheme 37 were already in operation and were
improved upon. Also, rebates were given on import duties and indirect taxes, there were
tax reductions on export income, and export financing was arranged. Under the XPL
scheme, exporters of non-traditional products received import licenses for specific
products over and above their normal percentage allotment based on the f.o.b. value of
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their exports. Under the Duty Drawback System, exporters of manufactured goods were
entitled to get refund of duties and taxes paid on imported inputs used in export
production, and also all excise duties paid on exported finished goods. For certain fast-
moving items such as RMG, a notional system of duty payments was adopted in 1982-83.
Under this system, exporters were exempted from paying duties and taxes on imports
used in export production at the time of importation, but were required to keep records of
raw and 21packaging materials imported. The duties and taxes payable on the imports
were kept in a suspense account. Liabilities to pay the amounts in suspense were removed
on proof of exports.
The discussion in this section clearly points to the positive contribution made by policy
reforms to the growth of the RMG industry in Bangladesh. In particular, two policies– the
SBW facility and the back-to-back L/C system- led to significant reduction in cost of
producing garments and enhanced competitiveness of Bangladesh’s garments exports. It
also allowed garment manufacturers to earn more profit which, when necessary, could be
used to overcome difficulties arising from weak governance. Furthermore, poor
governance, reflected in the leakage of duty-free imported fabrics in the domestic market,
paradoxically enough also helped the garment manufacturers to earn extra ‘profit’ and
thereby enabled them to absorb the ‘high cost of doing businesses – a fall out of bad
governance.
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7.1 Merchandising in Buying House:
There is two type of Merchandising in Buying House:
Commercial
Official
Commercial:
They manage the export related document and ensure that the buyer LC is accurate. After
production they also manage the document of shipment.
Official:
They manage the production process and see whether the product is produced regarding
the requirement of the buyer and delivery the produced good within the shipment date.
7.2 Duties and Responsibilities
As an asst. merchandiser I have faced the following responsibility:
- From an inquiry, all information is gathered (measurement, GSM, Which fabric, colour,
what type of print, quantity, packaging, FOB or CIF etc) to provide a good price per pcs
(keeping in mind severe competition country wise);
- If price is o.k.; Then making & sending of sample to buyer for approval of style, print
(if any), GSM, fabric, measurement & if there is any rectification to be made, we must do
it accordingly; as buyer satisfaction is our goal!
- After approval + fixing a delivery date, order is placed to the nominated factory. Fabric
conjunction information
- Forwarding master sample + accessories + PO to factory to open BBLC.
Internship Experience
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- With the help of QC, whole production status is being send to buyer through mail +
phone. Daily production discussion with QC + keeping in touch with factory production
in charge.
-Prepare weekly reports, monthly reports, master summary; incoming accessories
inventory report to be sent to buyer for a better follow up of production in here + for a
good understanding & correspondence system.
-Always being a source of information for a prompt reply for buyer queries through
phone or by mail. During buyer visit in Bangladesh, all discussion, claims (if any) queries
concerning production inspection or any production problem should be solved here itself.
- Maintain liaison with the shipping Lines & forwarder.
-For delivery, vessel is booked from the nominated shipping line.
-Preparing I / C based on inspected garments for shipment. Scrutinizing Export & Import
documents . After delivery, buyer is provided the original documents through courier.
-During these procedure/ responsibilities, always proved to be a good mediator; taking
into consideration both buyer + factory advantage/favor/benefit.
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Bangladesh should take immediate action to convert her weaknesses into strengths, and
threats into opportunities. The major problems can be divided into internal and external
issues.
Internal issues
Internal problems are those that are controllable. These include establishing backward
linkages, ensuring efficient management of ports, attaining higher productivity,
eliminating corruption and attaining political consensus on treating RMG as an
emergency industry and keeping it protected from political disturbance.
Building backward linkages
The problem of outsourcing of fabric should be of central concern. Bangladesh still
imports 2-3 billion yards of fabric annually to meet her export requirements (World Bank
1999). According to a study by the Ministry of Textiles, the establishment of adequate
backward linkage will need setting up of 135 spinning mills, 360 weaving mills, 327
dyeing and finishing mills, 1000 knitting units and 0.2 million new handlooms. This
would require an investment of $ 1.8 billion. The World Bank (1999), however, estimates
this amount to be $3 billion. It is clear that this market is lucrative due to its size and
guaranteed sales if internationally acceptable production is possible.
However, the investment is either too large or too risky for a single private entrepreneur
to establish a modern textile mill. Therefore, a suitable option lies in going for joint
ventures with multinational companies, which will bring not only necessary finances but
also the latest technological know-how for the industry. The Government should create a
congenial atmosphere and take positive steps to encourage (foreign and local) private
Recommendations
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entrepreneurs and provide necessary infrastructure facilities for setting up of modern
textile mills. Attracting such investments in export processing zones (EPZ) is a
reasonable option.
A comprehensive strategic plan is essential for the survival of the RMG industry of
Bangladesh in the new millennium. Half hearted attempts merely to raise money through
the issuance of industrial bonds are not enough. Rather, as Enayet Rasul states (1999):
The urgency dictates that government and its partners in the private sector should be
drawing up a plan of action in detail, from end to end, showing clearly the total amount
of resources needed for backward linkages industries, the exact ways of raising the same
and the sharing of liabilities.
As establishing a completely new textile mill is costly, risky and time consuming,
existing state- owned textile mills can be used as a starting point. In such a case,
management should be transferred to a private limited company created for this purpose
and led by BGMEA. Shares and bonds should be sold to existing RMG owners on a
competitive or pro-rata basis. A brief description of this idea is presented in Appendix A.
Note, however, that backward linkage activities are gaining momentum and receiving
substantial fiscal and monetary support from the government. Two such supports are duty
free import of capital goods and Cash Compensation Scheme (CCS). At present 60-70
percent of the inputs for knit-RMG is coming from local sources whereas the share of
local fabric for woven-RMG is only 12-15 percent (Bhattacharya and Rahman 2000).
Attaining higher productivity
Development of backward linkages alone cannot ensure the survival of the RMG industry
unless the cost of production is kept lower than that of competitors. Only low-cost labor
will no longer be sufficient to maintain the status quo because textile giants (like China
and India) and low cost producers (like Vietnam, Nepal, Laos, Cambodia etc.) may
bypass Bangladesh any time. Through preferential support from US TDA 2000, SSA and
CBI countries may also capture the major market share of Bangladesh. Furthermore,
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continuous innovation in textile technology may bring down the intensity of labor
content and reduce the cost of production significantly. Continuous efforts should,
therefore, be exerted to reduce the cost of doing business by increasing productivity.
To enhance the productivity of labor, intensive training is essential. Surprisingly there is
hardly, if any, such training center for garment workers in Bangladesh. The capacity of
the recently established ‘BGMEA Institute of Fashion and Technology’ (BIFT) is
extremely limited and it is aimed at producing only technicians like engineers and fashion
designers to replace high-paid foreign experts in the industry. Bangladesh government
should take similar steps, in cooperation with BGMEA, to establish training institutes /
centers for RMG workers, inspectors, supervisors and others. Existing higher educational
institutions / universities should be encouraged to introduce courses related to operations
management and international marketing of garments. Offerings of scholarships and paid
internship programs in RMG factories may attract brighter students to this field of study.
Job guarantee for excellent students may also be helpful. The society in general also
perceives that working in a garment factory is demeaning. As a result, the majority of the
workers come from slum dwellers with little or no education. This is one of the reasons
of low productivity. Better working conditions with reasonable pay may improve the
situation to attract mid to upper-mid level well-educated citizens of the society, which
may help improve the productivity of labor significantly.
Ensuring efficient management of ports
A recent study entitled “Chittagong Port: Problems and Solutions” by the American
Chamber of Commerce in Bangladesh (Cookson and Ahmed 2000) detected many
problems and prescribed very realistic and agreeable solutions (in abridged form) as
follows:
1. Operate the port for 24 hours a day, 7 days a week to reduce the turn around time
for container vessels
2. Stop all toll collections that takes place at the entry and as well as within the port.
These tolls cause delay and increase costs.
3. Enforce the labor laws that limit the number of CBAs allowed in an organization
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to three.
4. Encourage the establishment of more off dock container freight stations (cfs)
(both for exported and imported containers) and permit private sector to take over
some of the functions of handling containers. This will reduce the space pressure
on the port and minimize delays in handling raw materials.
5. Simplify the administration of vessels entering the port and reduce the number of
forms to be completed -- from 40 (now) to 7 (as in most ports).
6. Activate the proposed Asian Development Bank loan project and modernize
Chittagong Port. The approach of the loan is to allow privatization of some port
operations.
7. Revise the antiquated Shipping Act, procure more equipment, and construct the
proposed new container port.
External issues
External issues are those over which Bangladesh has no direct control to solve. At best
she can influence these through her policies, activities, and bilateral or multilateral
negotiations. These issues include: intense competition from low-cost sources, frequent
policy changes of importing countries, introduction of new policies giving preferential
treatment to  competitors (e.g. TDA 2000), imposition of non- tariff barriers on
Bangladeshi garments (anti- dumping duties imposed on Bangladeshi Shop Towels since
1991), and so on and so forth.
Aggressive marketing
Guaranteed markets dominated by foreign buying houses kept RMG exporters from
getting valuable market information. Therefore, the industry as a whole did not feel any
urgency to market her products because the buyers themselves used to come to the
exporters. Now, in a fiercely competitive free market, aggressive marketing should get
greater attention. Excessive concentration on a few items is risky and, hence, Bangladesh
should diversify into higher value added items. While subcontracting should not be
discouraged, a transition to greater control of marketing may be necessary for the
industry’s growth in the medium to long term as the quota system disappears.
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Marketing in an international arena is not only complicated but also costly. Knowledge
and money are the two most important factors for a good marketing program. To this end
separate brand identity is essential. But introducing new brands and managing them
might be too expensive for a single company. In this regard the concept of “Bangladesh
Inc.” should be accepted and promoted. This means that, instead of promoting individual
brands, all concerned should try to promote the label “Made in Bangladesh” which will
strengthen the image of Bangladeshi apparel in the international market.
Compliance with sensitive social issues for gaining good reputation
It is vital to develop a good reputation in the export market. Issues of child labor and
environment standard have come to the forefront of policy agenda. The international
community is overly sensitive to such issues. These sentiments should be recognized.
RMG manufacturers should not forget the threats of the proposed Harkins Bill in the US
Senate and the intense pressure by a voluntary organization, The US Child Labor
Coalition, threatening to campaign against Bangladesh garments (Reza 1996). They also
should not repeat such incidences where the Export Promotion Bureau issued thousands
of fake GSP certificates which resulted in considerable embarrassment, not to mention
the $67 million refund of previously waived import duties (World Bank 1999).
Regulating authorities should not tolerate such malpractice anymore for the sake of long-
term reputation and survival of the industry in the international market. On these grounds,
it is also important to meet international standards regarding quality (ISO 9000) and the
environment (ISO14000).
Geographic concentration of textile/garment factories should also be reduced in order to
maintain the low cost of production and to comply with environmental standards; at the
same time, equitable development of other regions of the country must also be ensured.
Relocation of garment/textile factories in the untapped northern region of Bangladesh
should also get ample attention because the Jamuna Bridge has opened the way to
developing new areas. Among other facilities in the northern region, a pollution free
environment and a huge unemployed female workforce are ready to be tapped.
Government should take immediate steps to explore the utilization of northern regions.
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Suggestions Regarding Fire Safety
We need to remember that when there is a fire, the first thing one should do is to run
away from it. And this is what everyone does in such a situation. But the situation
become dangerous and tragic when the escape doorways and gates are found locked.
Precautionary should need to be adopted are given below:
1. Building should be constructed with fire resistance materials
2. Adequate exits and proper escape routes should be designed
3. Protection against fire and smoke should be ensured
4. Electrical wiring must be properly designed, installed and maintained
5. Escapes route should be lighted at all times, kept clear, be indicated by signs
6. Regular fire drills should be held
7. Doors should be protected and should open along the direction of escape
8. Doors should not open on the steps and sufficient space should be provided
9. Smoke/Fire alarm systems should be installed
10. Adequate number of extinguishers should be provided
11. Prior relationship with local Fire services should be established
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9.0 Conclusion
Bangladesh has earned nearly $8 billion in 2005-06 by exporting garment products,
mainly to Europe and the United States. This is about 75 percent of total export earnings
of the country. The RMG industry has around 4,250 units across the country. It employs
more than 2 million workers, most of whom are poor women. Whenever the country is
criticized for its high level of corruption and confrontational politics, its garment industry
is held up as a success story. After the end of the Multi-Fiber Agreement at the beginning
of 2005 and the changeover to the new World Trade Organization regime, it was feared
that the Bangladesh’s booming textile industry would suffer as it would loose business to
countries like China and India. But fortunately for Bangladesh, so far this prediction has
been proved wrong. In fact, the industry has continued to grow at a healthy rate of 20
percent. However, this does not indicate that the Bangladesh garment industry has
become more competitive. The reality is that this increase has been largely due to
restrictions imposed on China by the Western nations. As the quotas under MFA had led
to an artificial trade structure, the international RMG market faces a restructuring
process. Bangladesh’s exports are heavily concentrated in the RMG sector, which has
been a main driver of growth and poverty reduction. With more than three-quarters of
exports RMG related, the country is vulnerable to the MFA shock, in particular since it is
confronted with other problems that affect its competitiveness. These problems are not
limited to the RMG sector, but will be exposed more fully there in the post-MFA world.
The challenge is therefore to improve competitiveness, both in the RMG sector and
economy wide, and diversify exports. Garment industry in Bangladesh has been facing
multidimensional problems since its establishment. Acute power crisis followed by non
tariff restriction, chronic labor unrest, lack of infrastructural facilities, inadequate supply
of material and accessories, inability or lack of efforts to diversify the products and
markets, irregularities relating to customs, bond, and shipping, financing and the like are
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the major problems hampering the production and increasing the cost of production
significantly. Due to power shortage shipments are sent through air, thereby increasing its
cost. Unfortunately the government has not taken any step to improve the situation. On
the other hand, people have been shot dead for demanding regular supply of electricity. In
this context, it is still right time to devote all out efforts by the relevant agencies and
authority as to expansion and solutions of numerous problems that it faces now. In fact a
well designed plan with diversified product manufacture still provides opportunities to
use this sector for socio economic development of Bangladesh. In such a context, it is
suggested that appropriate and relevant government and nongovernmental
authorities/agencies can take some strategic and effective measures which includes liberal
bank loan facilities for reviving sick garment units and BMRE; development of primary
textile sub sectors for fulfilling the raw materials needs; arrangement for captive power
supply for utilization of production and its continuation; adequate fiscal incentive for
growing the sector; strategic arrangement or mechanism for quick resolution of labor
dispute; creation of separate ministry for garment industry, establishment of cost
reduction strategy and labor productivity cell to conduct various study in this field and
other supportive policies relevant for the growth, development and survival of garment
industry in Bangladesh. These may be helpful to overcome the problems and the
contribution of garment industry towards socio economic development of Bangladesh
will be improved and sustained through value addition.
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Appendix
Appendix 1: Growth and Trend of Garments Exports, and contribution to GDP
(Amounts in Million USD)
Year Garment Export Total Export Share to Total Export in % Share to GDP in %
1984-1985 116 934 - 12.42 - -
1989-1990 624 (40) 1924 (16) 32.43 (21) -
1994-1995 2228 (29) 3473 (13) 64.15 (15) 5.87 -
1999-2000 4349 (14) 5752 (11) 75.61 (3) 9.23 (9)
2004-2005 6418 (8) 8655 (9) 74.15 (-1) 10.63 (3)
2005-2006 7901 (23) 10526 (22) 75.06 (1) 12.64 (2)
Source: Economic Review of Bangladesh, BGMEA and Computation made by author. Figures in parentheses indicate
compound growth rates (CGS) for the respective period
Appendix 2: Pattern of Woven and Knitwear Garments Export
(Figures in Million)
Year Export in Million USD Export in Million Dozen
1992-1993
1994-1995
1999-2000
2004-2005
2005-2006
CGR (%)
Woven Knit Total Woven Knit Total
1240 (86)
1835 (82)
3081 (71)
3598 (56)
4084 (52)
9.60
205 (14)
393 (18)
1268 (29)
2820 (44)
3817 (48)
25.22
1445
2228
4349
6418
7901
13.96
36 (77)
47 (75)
67 (60)
92 (43)
109 (40)
8.90
11 (23)
16 (25)
45 (40)
120 (57)
165 (60)
23.16
47
63
112
212
274
14.52
Source: Garments Export Data, BGMEA and Export Promotion Bureau-EPB. Figures in parentheses
indicate the share in percentage. CGR stands for Compound Growth Rate
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Appendix 3:MAIN APPAREL ITEMS EXPORTED FROM BANGLADESH
(In Million US $)
YEAR SHIRT T-SHIRT TROUSERS JACKETS SWEATERS
1993-94 805.34 225.90 80.56 126.85 -
1994-95 791.20 232.24 101.23 146.83 -
1995-96 807.66 366.36 112.02 471.73 70.41
1996-97 759.57 391.21 230.98 309.21 196.60
1997-98 961.13 388.50 333.28 467.19 296.29
1998-99 1043.11 471.88 394.85 393.44 271.70
1999-00 1021.17 563.58 484.06 439.77 325.07
2000-01 1073.59 597.42 656.33 573.74 476.87
2001-02 666.18 403.98 449.18 296.82 362.23
2004-2005 1052.83 1350.05 1668.05 430.08 893.11
2005-2006 1056.80 1782.09 2165.02 390.04 1044.25
CGR (%) 2.67 20.36 32.13 9.28 21.47
Source: Garments Export Data, BGMEA and Export Promotion Bureau-EPB. Figures in parentheses
indicate the share in percentage. CGR stands for Compound Growth Rate
Appendix 4: Exports of Knit and Woven Garments to the United States
Rank Origin Amount(Million US$) Rate of Change (%)
1
2
3
4
5
6
13
China
Mexico
Hong Kong
India
Indonesia
Bangladesh
Cambodia
2003 2004 2005 2003-2004 2004-2005
8,690
7,098
3,732
2,056
2,155
1,759
1,229
10,723
6,845
3,878
2,272
2,402
1,872
1,418
16,808
6,230
3,523
3,058
2,888
2,268
1,702
23.39
-3.56
3.93
10.74
11.47
6.45
15.42
56.75
-8.98
-9.16
34.29
19.99
21.15
20.06
Source: U.S. Department of Commerce, Bureau of Census cited in Yamagata, 2006
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Appendix 5: Exports of Knit and Woven Garments to the EU
Rank Origin Amount(Million US$) Rate of Change (%)
1
2
3
4
5
19
All Countries
China
Turkey
Bangladesh
Romania
India
Cambodia
2003 2004 2005 2003-2004 2004-2005
56,918
10,913
8,112
3,471
4,124
2,599
475
65,552
13,714
9,348
4,578
4,572
3,020
643
69,642
20,334
9,790
4,346
4,285
3,988
587
15.17
25.66
15.24
31.90
10.87
16.23
35.27
6.24
48.27
4.72
-5.08
-6.28
32.02
-8.77
Source: Eurostat cited in Yamagata, 2006.
Appendix 6: Selected Region-wise share of Garment Export in percentage
Year USA European Countries USA & EU Other Countries
2001-2002 42.67 55.43 98.10 1.90
2002-2003 38.02 57.12 95.14 4.86
2003-2004 28.64 65.42 94.06 5.94
2004-2005 30.64 64.24 94.88 5.12
2005-2006 33.67 49.77 83.43 16.57
Source: Bangladesh Bank Quarterly; Publication of Bangladesh Bank
